
Assessment Task 
 
How franchising works (Individual activity) (LO4 AS2) 
 
Read the information below about franchising and answer the questions that follow. 
 

Anyone wishing to enter the business arena as a franchisee should do their homework first. Whilst 
a franchise enhances the success chances of a new business by a considerable margin, it does 
not come with a built-in guarantee. Even if a winning concept has been selected, it will still depend 
on the ability, dedication and hard work of the franchisee to ensure the success of the unit. Careful 
preparation is essential, and a good measure of soul searching a must. Prospective franchisees 
need to be certain that they can handle the pressures of owning a business, go into partnership 
with the right company and are reasonably certain that they will love the business they enter. 
Aspirant businesspeople, when asked what motivates them most to take this step, inevitably 
answer that it is the opportunity to earn lots of money. Research conducted in the UK some years 
ago has shown, however, that a few years down the line, "making money" had lost its lustre for 
those who did not like being franchisees, or did not enjoy the type of work they were doing. It also 
emerged that those who were unhappy with their lot were poor performers and failed to achieve 
the financial success that had driven them to take this step in the first place.  
 
(Source: www.seda.org.za) 

 
a) If the person who buys the franchise is called the franchisee, what do you call the person who 
sells a franchise?          [1 mark] 
b) What must prospective franchisees make sure of before buying a franchise?   [3 marks] 
c) How does a franchisor make his or her money?      [2 marks] 
d) What did research reveal to be the effects for people who are not happy with what they do in 
their business?           [2 marks] 
e) Name two characteristics mentioned in the article that will ensure success.  [2 marks] 
           [Total: 10 marks] 
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